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April 10, 2012

VIA ELECTRONIC FILING

Jocelyn Boyd, Esquire
Chief Clerk/Administrator
Public Service Commission of South Carolina
101 Executive Center Drive, Suite 100
Columbia, South Carolina 29210

RE. South Carolina Electric & Gas Company's Annual Update on Demand Side Management

Programs and Petition for an Update to Rate Rider

Docket No.:2012-55-E

Dear Ms Boyd

On January 31, 2012. the South Carolina Electric dk Gas Company (*'SCEAG" or the
*'Company" ) filed its Annual Update on Demand Side Management Programs and Petition for an

Update to Rate Rider (*'Pelition*') with the Public Service Commission of South Carolina Please find

attached the South Carolina Office of Regulatory StafFs (*'ORS'*) review of SCCA*s Petition which

vill alter the billing factors for SCE&;G's DSM programs The Company*s requested the rates be
effective for bills rendered on and aiter the first billing cycle of May 2012 through April 30, 2013

ORS is in general agreement with the March 30, 2012 comments and recommendations filed by
the Southern Alliance for Clean Energy and the South Carolina Coastal Conservation League

~~!J
J . Nel/on

cc: K. Chad Burgess, Esquire
J. Blanding Holman, IV, Esquire



South Carolina Office of Regulatory Staff's
Review of South Carolina Electric & Gas Company's

2012 Annual Update on
Demand Side Management Programs and

Petition for an Update to Rate Rider

INTRODUCTION AND BACKGROUND

South (.arolina Electric 8& Gas Company ("SCEg&('" or the "Company" ) filed a Request for

Approval of its Demand Side Management ("DSM")' Plan Including a DSM Rate Rider and

Portfolio of Energy Efficiency Programs with the Public Service Commission of South

Carolina ("('ommission"] in Docket No. 2009-261-E on June 30, 2009. Nine (9] DSM

programs tvere proposed by the (.ompany —seven targeting residential customers and two
for commercial and industrial customers. 1'tvo settlement agreements — the General

Settlement Agreement and the Opt-Out Settlement Agreement tvere approved by the
Commission in Order No. 2010-472 dated July 15, 2010.The General Settlement Agreement

approved the Company's DSM plan and the Company's methodology for computing net
benefits, allowing the Company to recover its costs in providing DSM programs, the Net

Lost Revenues and a Shared Savings Incentive of 6% of the net benefits arising from the

DSM programs. The Opt-Out Settlement Agreement allotvs all industrial customers to opt-
out of the DSM programs (and not pay the DSNI Rate Rider) by notifying the Company in

writing that the customer has or will implement alternative DSM programs at its osvn

expense and does not vvish to participate in the Company's programs.

On January 31, 2012, the Company filed its Annual Update on DSM Programs and Petition
for an Update to Rate Rider ("Filing"] with the Commission in Docket No. 2012-55-E. The

South Carolina Office of Regulatory Staff ("ORS"], in accordance with the terins of the

approved settlement agreements, has conducted a review ol SCEg&G's Filing. ORS's review
includes an evaluation of the three (3] major cost components associated tvith the
Company's DSM programs, tvhich include: Program Costs, Net Lost Revenues and a Shared

Savings Incentive. The Company's actual costs vvere audited for the period of October 1,
2010 through November 30, 2011 ("Review Period"]. ORS also reviewed the (.ompany's

cost estimates for the period of December 1, 2011 through November 30, 2012 ("Forecast
Period" ). The Company is requesting the updated DSM Rate Rider be effective for the
tyvelve-month period for hills rendered on and after the first billing cycle of May 2012 and

ending with the last billing cycle of April 2013 ("Recovery Period" ).

' SCF8 (' refers to th& programs as DShI programs, and ORS does the same, even though the programs are
hetter deserihed as energy eff&riem y programs.
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DSM PROGRAMS

The Company currently offers nine {9jDSM programs. The programs and the launch dates
of each program are as follotvs:

~
~ ~

g ~

1. Home Energy Reports 04/06/2011

2. Energy Information Display = . 11/1~52010

3. Home Energy Check-Up~ 10/01/2010

. 3.a. Home Performance vnth ENERGY STAR2. t- 03/01I2011

4. ENERGY STAR Lighting 02/14/2011

5:.:Hearntngdt COOgng'and Water HeanngEttnipment r-0~3/g 2611

6. Heating S. Cooling Efficiency Improvement 03/01/2011

7. ENERGY STAR Nevi8omes - - — 04/01/2011

~ ~

8. Commercial and Industrial —Prescriptive

9 Commercial and Industrial —Custom

10/01/2010

05/D~i. 2011

Under the General Settlement Agreement, SCER (' agreed to develop a lovv-income program
to be implemented in program year tvvo or program year three. The Company states that it
is currently reviewing the Iovv-income programs offered by other utilities, determining the
criteria by vtthich customers iviII be designated lovv-income, and evaluating possible

approaches to such a program. The Company plans to complete its development of
program details in 2012 and launch its Iovr-income program in 2013, upon Commission

approval.

The General Settlement Agreement also requires the Company to expand the initial

implementation of the Residential Ener~ Information Display program to include the
small business senesce class. The Company's initial launch of the Residential Energy

-' The "Residential Energy Check-up and Horne Performance Audit progragn has been divided into tgvo

components, the "Home Energy Check-up" and the "Home Performance vaath EHERCY STAR" for the purposes
of this listing
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Information Display program included an offer to nearly 1,000 members of the small

business class. Only 44 such customers agreed to participate in the program, and SCEII G

has found that only 17 small business class customers have actively utilized the displays.
Given the lack of interest shown by small business class customers, the Company has

decided to limit the program to residential customers only.

Based on information provided by the Company, the residential programs appear to be

performing well overall, with the ENERGY STAR Lighting program and the Home Energy
Reports program generating energy savings well above the forecasted savings. Residential

ratepayers have responded with interest to both the ENERGY STAR Lighting program and

the Home Energy Reports program. The ENERGY STAR Lighting program offers discounts

on lighting and lighting fixtures at retail outlets, providing a readily accessible participation
path. The Home Energy Reports program has also been well accepted, with actual

participation exceeding estimates. However, the Commercial and Industrial programs have

not yet met expected energy savings. In particular, the Commercial and Industrial Custom

program had only one participant in its initial year. It appears that customers are unwilling

to commit to programs in which the incentives are not known beforehand.

DSM COST EVALUATION

The total cost the Company is seeking to recover in this Filing is $19,599,036. For this

requested amount, thc Company projects an energy savings of 209,574,000 kWhs, which

equates to 9.35 cents/kWh-saved. SCERG amortizcs its Program Costs over five (5) years—
including carrying costs —resulting in a request of $2,317,857, or 12% of' the requested
amount. The Company is requesting recovery for Nct Loss Rcvcnucs of $16,352,968, which

is 83% of the requested amount. SCERG does not amortize its Nct Lost Revenues. Total Nct

Lost Revenues are to be recouped during the Recovery Period. Finally, SCE8cG is requesting

recovery of $928,211, or 5% of the requested amount as a Shared Savings Incentive to

implement the DSM programs. SCESG amortizes this Shared Savings Incentive over tive (5)
years, without carrying costs.
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Requested Cost Recovery
Total: $19,599,036

$928,211 $2,817,857
12%

~ Amort&zation of Progra&n Costs

~ Net l,ost Revi nues

~ Ainoiaiz;&tron of Siu&re&i!S&vings Intentive

The total unamor. tized cost for 5(:Fgr(&'s Filing is $32,583,309. 'I'his amount includes

l'rogram (;osts of $11,589,286, (36% of the total unamortized cost); Net Lost Revenues of
$16,352,968 (50&~/n of the total unamortized cost); and a Shared Savings Incentive amount.

of $4, 641,055 (14% of the total unamori ized cost).

Unamortized Costs
Total: $32,503,309

$4,641,0SS
14%

~ Program Costs

~ Net Lost Revenues

a Shat. ed Sav&ngs Incentive
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A breakdown of the major cost components of this Filing and thc. development of the billing

factors is shown in Exhibit 1. The requested revenues from residential customers are
recovered from all residential ratepayers, while the non-residential revenues are recovered

solely from those non-residential ratepayer s that do not opt-out of the programs.

ADVISORY GROUP

'I'he SCF&G DSM Advisory Cuoup ("Advisory Group" )' continues to meet. to discuss the

status nf each program, including preliminary participation statistics, Evaluation,

Mcasurcmcnt and Verification ("EM&V") plans anil preliminary EM&V data. During the

meetings, SCF&G typically provides a description nt prnpnsctl program refinements and

seeks input from the members of the Advisory ('roup regarding how these modifications

may impact participation from the various sectors.

EVALUATION, MFASUREMFNT R. VERIFICATION

In Commission Order No. 2011-390, the Company was approved Ior an updated Rate Rider
"subject to true-up in SCI.&G's 2012 annual filing.

" 'I'o date, the Comp;&ny h;is not received

any EM&V reports. Most of the programs werc launched in 2011 and thc Company
concluded that it would not be beneficial to conduct EM&V studies Ior the period ending

Nnvcrnhcr 30, 2011, as thc I.M&V studies would only cover the start-up phase ol the

programs. Initial EM&V results are expected for thc 2013 filing, and will be utilized tn true-

up the particip;ition r;rtes, energy;in&i peak demand impacts, nct benefits and shar. cd

savings incentive at that time.

ESTIMATES USFD IN THF. FILING

All program avoided energy amounts, avoided capacity amounts, nct lost revenues, and

shared savings inr:entives are estimates that were (Ieveloped using the ICF Internatiorlal
("ICF") DSM Planning Model. Thus, all the dollar amounts in the Filing, with the exception
of the pr ogram costs in the Review Period, are estimates. These values and dollar amounts

are to be trued-up in the 2013 tiling based on EM&V results. ORS has reviewed in detail thc
data and assumptions used in the ICF DSM Planning Model, and tested certain changes in

the data and assumptions. ORS finds the ICF DSM Planning Model to have produced

reasonable estimates fnr thc S(.I.&( DSM progirarns.

' The Advisory Group was for&ned &n accordance w&th Order No 2010-472 and includes iine represent;&t&ve
e n h fn&m the industri, &l se& tor, sm, &ll husiness se& ti&r, envn'onment;il se&tor, State Low In& o&ne Home Energy
Ass&stance P& ogram ("LlHEAP "I and ORS.
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FORECASTED REfAIL SALES

The Company utilized its most recent short term sales forecast to compute the DSM Rate
Rider in this Filing. This is the same forecast SCE8G used during its 2012 Annual Fuel

Filing. As such, ORS is familiar vvith the methodology used to generate the sales forecast
and hnds it to be a reasonable approach to establish rates.

Eh13LGY A%D PEAK Dpi%4'VD SAVINGS

The Company projects that during the Forecast Period the DSM p. og. ams '.vigil ."educe
annurd electric usage by 121,626 mc~avvatt-hours and reduce the annual one-hour peai&

usage b= =1 megawatts. These are notewvorthv savings, and ma = proride SCAG the ability
to avoid or defer the construction of a porion of nevv generating tacilities.

OPT-OIITS

In its 2011 nlln~ the Company reported that as of January 31, 2011. 36= industrial
customers —representing: 0~ of SCE5 G's indus~A load —had opted-out of the Company's

DSM pro~ms. In this Filing the Company repoW Rat as oi november 30, 2011 industrial
opt-outs of its DSM programs total 3:9 industriA customers representing approfdmately
:1==-. ot SCAG s indust. ial load. Hovveve. , the Company reported to ORS that a =small

number= of induswal customers that initia'ly opted-out have recently elected to opt-in.

DSM RIDER RATES

The Approved 2011and Requested 2012 DSM Rider rates are shogun in the follovving table:

Residential 0.044

Small Mneral Senrice — . - - 0.085 =

Medium General Service 0.022

0.132 0.088

0.189 ' —: A I04

~et '~U a~lce 0.008 ' 0.012 . D.004

The requested increase in the DSM Rate Rider for an average residential customer using

1,000 kyyh per month ivill add approximately $0.88 to the customer's monthly biii.
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CONCLUSION

ORS has no adjustments to SCE8 C'» Filing and find» that the updated DSM Rate Rider to be
developed in accordance with the terms and conditions set foith in Commission Order No.

2010-472 and aie based on reasonable estimates of participation in the Company'» DSM

progr ams.
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